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1. The long road to the 31st Extraordinary Session of the General Assembly

 
In 1948, the Organization of American States defined its quota scale based on that of the United Nations, pegging the assessments to its member states in proportion to those determined by the UN General Assembly. Later revisions of the scale (either to adjust contributions by individual member states or to accommodate new member states joining the OAS) have added political considerations that departed from an objective formula. 

Extensive debates on proposals for a revised scale of quota assessments suggest that the large majority of member states support a return to the UN scale as an objective parameter measuring the “capacity to pay” of member states, so as to comply with the criteria established by Article 55 of the OAS Charter. For over ten years, the Secretariat has been preparing objective formulas for the computation of the scale, all based on the UN scale. Consensus on this issue has eluded the member states ever since. 

During the XXXI Special Session of the General Assembly, member states will be called upon to decide on a revised scale of quota assessments and on a revised budget ceiling for the OAS. Irrevocably intertwined, the two issues have been on the table for far too long. 

Member states of the OAS are currently being assessed a percentage of Regular Fund contributions according to a scale established in 1990. Most of us attending the XXXI Special Session of the General Assembly were not at the OAS the last time member states took a decision on this fundamental matter. It is not a simple or easy exercise. But as the distance between the unchanged levels of resources allocated to the Organization and the ever-increasing array of mandates that member states entrust the Secretariat with complying has grown out of proportion, this exercise became nothing less than indispensable. Member states have to be bold in their willingness to press forward with theses issues. Our impending task will greatly impact the future shape of the OAS.

Any scale will have some degree of imperfection. Any budget increase member states decide to adopt will necessarily require a great deal of efficiency and streamlining from the Secretariat in an effort to arrive at the best possible allocation of resources. The task of member states in this two-step exercise is trying to arrive at the most acceptable result for all. 

The scale of quota assessments is a very sensitive issue for a variety of reasons. It not only reflects precisely the amount of resources the Organization expects an individual member country to contribute, but also indicates the commitment of each and every one of the member states to achieving its purposes. A fair and equitable apportionment of quota percentages is a matter of the highest priority for all member states of the OAS.

The higher levels of economic growth enjoyed by some of the member countries of the OAS should be met with pride and celebration. It is no secret that, over the last 15 years, some countries have achieved a stronger economic position relative to other countries in our hemisphere. It would be only natural to assume that correcting the anomalies in quota assessments resulting from these new relative development realities should be high up on our priority list.  

The quota issue also relates to the principle of sovereign equality. As stated in the OAS Charter, Chapter IV – Fundamental Rights and Duties of States, Article 10:

“States are juridically equal, enjoy equal rights and equal capacity to exercise these rights, and have equal duties. The rights of each State depend not upon its power to ensure the exercise thereof, but upon the mere fact of its existence as a person under international law.”

The purposes of the OAS can only be implemented if member states enjoy sovereign equality and comply fully with the requirements of this principle. Being apportioned a fair and reasonable share of the burden of contributions to the Regular Fund budget is both a fundamental right and cardinal duty of OAS member states. 

Each and every one of the member states of the OAS expects to contribute to the Regular Fund according to a scale of quota assessments that is fair, balanced and realistic. The new scale of quota assessments has to be economically and politically sound. Not surprisingly, approval of a higher budgetary ceiling for the OAS will only be possible if each member state feels it accomplished a level of contribution to the Regular Fund that it deems fair, balanced and realistic.

There are good reasons to believe that the adoption of a revised scale of quota assessments, based on the Secretariat’s proposal as amended by Brazil, would greatly facilitate the adoption of a budget increase of, for instance, 3% over the current budget of US$ 74 million.

On such grounds, adopting a new scale of quota assessments and a new budget ceiling for the OAS will represent a remarkable achievement. The stakes are high. The very future of the OAS hangs in the balance. The challenge is upon us.

2. The General Secretariat’s proposal for a revised scale of quota assessments

The large majority of the member states embarked in the negotiations for a revised scale of quota assessments because they believe the 1990 quota scale, still in place, is distorted and does not represent the present economic realities. A number of proposals have been developed by the Secretariat and examined by member states.

In June 2005, the Permanent Council was instructed by a resolution of the General Assembly of the OAS, AG/RES 2157/05 (XXXV-O/05) to “finalize, with the assistance of the General Secretariat, a draft proposal for a revised scale of Regular Fund quota assessments for 2007, based on Article 55 of the Charter and taking note of the most recent scale of assessments approved by the United Nations, as well as the proposals prepared by the General Secretariat for this purpose.” 

The Permanent Council was also entrusted with convoking “special session of the OAS General Assembly for no later than January 31, 2006, for the purpose of: (i) considering the proposal for a revised scale, which, in accordance with Article 55 of the Charter, takes into account “the ability to pay of the respective countries and their determination to contribute in an equitable manner”; (ii) establishing the ceiling of the 2007 budget; as well as (iii) considering any other matter that might improve the financial situation of the Organization.”

2.1 The Working Group on the scale of quota assessments

Given the mandate from resolution AG/RES 2157/05, a Working Group on scale of quota assessments was created by the Committee on Budgetary and Administrative Affairs (CAAP). The Working Group was entrusted with a great task. For over 25 years the OAS has not had a quota scale that could be derived using an objective methodology. 


 
Most member states have long insisted that the revised scale of quota assessments should be based on the UN system. This majority view was expressed in the mandate included in Resolution AG/RES 2157/05, which instructs the Permanent Council to finalize a proposal “based on Article 55 of the Charter and taking note of the most recent scale of assessments approved by the United Nations, as well as the proposals prepared by the General Secretariat for this purpose.” Plausibility is a key element of a proposal to be finally adopted, and the argument for the use of the UN scale as a parameter for the OAS scale is largely based on the practical consideration that the UN scale is adopted by consensus among all the member states, and that every member state that is a member of the OAS is also a member of the UN.

During deliberations in the Working Group, one position was advanced in the sense that none of the Secretariat’s proposals were acceptable because they were all based on the UN system for quota assessments. 

Yet, no alternative proposals were offered at any point during the debates. Deliberations to carry out the mandate elaborated on the proposals available. In the absence of alternative methodologies or formulas to arrive at a revised scale of quota assessments, member countries concentrated on refining the proposals of the Secretariat. The result was the Modified Traditional Methodology, discussed in detail in the document “Proposal of the Working Group on a Scale of Quota Assessments” (CP/CAAP-2806/05, 13 December 2005).

No alternative was ever ventilated. No concrete proposal was ever presented, except for those developed by the Secretariat and refined by member states. For the majority of member states, alternative proposals were not needed because the Secretariat’s proposals were deemed a solid basis for negotiation. Member states that did not share that view had various opportunities for presenting alternative proposals for the consideration of the Working Group. Yet, that never happened. 

2.2 On all of the General Secretariat’s proposals, the same 20 member states would have a reduction in their quota percentages 

Regardless of the methodology used to revise the scale of quota assessments, the resulting scales did not show any significant variations. In all scenarios presented by the Secretariat for the last five years, the same 20 member states would have their quota percentages reduced from their current level. 

Member states looked at the issue from a variety of different perspectives, elaborating on the different proposals presented by the Secretariat, which in turn always meant that quota percentages for individual member countries would differ from one proposal to the next. But the key end result remained the same. The same 20 member states would have their quota percentages reduced from their current level. 

It would seem safe to assume that this figure indicates the number of countries in the Organization that believe that they have been assessed a larger-than-fair share to the OAS Regular Fund. It is only natural that these member countries would have a justifiable expectation that a revision of the scale of quota assessments, whatever final form it may take, will deliver similar results, and they have long waited for the imbalances on the scale of quota assessments to be properly addressed. 

2.3 The commitment to maintain current level of nominal contributions

Yet, a few of the countries most affected by the revision of the scale of quota assessments challenged the notion that some countries could effectively reduce their contribution to the OAS. It would be unfair, so the argument goes, to accept an increase in quotas while other countries would see a decrease. These member states argued that, since it is widely accepted that the current level of budgetary allocation is painfully unrealistic and insufficient for the Organization to adequately meet its mandates, moving ahead with a revision of the quota scale of assessments that would result in some countries reducing their current contribution to the Organization in dollar amount would be a paradox.

Member states that would see reductions in the percentages apportioned to them accepted that this was a matter for discussion and that the possibility of maintaining the their current level of dollar amount contributions should be considered, combined with the adherence to the principle of “capacity to pay”.  

These member states have accepted this commitment out of respect for the other member states for which the quota percentages will increase and to address their concerns. Their gesture should be recognized and met with appreciation by all member states. 

3. Brazilian suggestions for amendments to the Secretariat’s proposal

The Secretariat’s proposal has evolved from years of debate in the Committee on Budgetary and Administrative Affairs (CAAP) and months of reviewing in the Working Group formed pursuant to a June 2005 resolution of the General Assembly of the OAS, AG/RES 2157/05 (XXXV-O/05). Yet, most member countries agreed that the original proposal from the General Secretariat required further fine-tuning. 

The Secretariat’s proposal, as amended by Brazil, stems from a steady flow of negotiations among member countries. Its current version reflects the evolving nature of the debates over the issue on the Working Group and on the meeting of experts, held on 18-20 January 2006.

The first element of the Brazilian amendments to the General Secretariat’s proposal reflects the thoughts and contributions of the Permanent Representative of Paraguay and President of CAAP, Ambassador Manuel María Cáceres. Paraguay first suggested that a cap of 30% on increases could alleviate the burden of those member states that were being assessed a much higher quota under the Secretariat’s proposal. By adding a political element to address the concerns relating to the large increases and decreases in individual levels of contribution to the Regular Fund on the Secretariat’s proposal (what has been dubbed by one delegation as the occurrence of “peaks and valleys”), the suggestion by Paraguay was received as a constructive move towards reaching a consensus. 

Apart from the 30% cap on increases, Brazil suggests that the original Secretariat’s proposal include a mechanism to mitigate the impact on smaller states of adopting a new scale of quota assessments. As a measure of the absolute commitment of Brazil to adopting a revised scale of quota assessment, this mechanism was devised in such a way that Brazil accepts full responsibility for balancing the mitigation efforts that will benefit those countries.

Therefore, all Brazil did in its proposed amendments was refine the Secretariat’s proposal to illustrate how member states could add some political elements to it in order to facilitate its adoption. The Brazilian effort starts out at the very same point where the Working Group ended its deliberations: in the proposal by General Secretariat presented in document “Proposal of the Working Group on a Scale of Quota Assessments” (CP/CAAP-2806/05). To that original proposal, Brazil only added some political elements that could assist member countries in reaching a consensus on a revised scale of quota assessments.

Under the Secretariat’s proposal, as amended by Brazil, the United States contribution is not affected because its quota remains the same, and Canada is the only country whose original proposed quota increase is not affected. As it will be explained below, all other countries benefit from some sort of political concession as regards the original proposal by the General Secretariat.

3.1 Key features of the Secretariat’s proposal with Brazilian amendments

The Secretariat’s proposal for the revised scale of quota assessments, as amended by Brazil, is based on the following criteria:

a. Member-state quotas to the Regular Fund have to add to 100%;
b. No member state is assessed less than its current nominal contribution in dollar amount;

c. Quota increases are capped at 30% (see “step 1” of Annex 1);

d. Minimum quota is raised from 0.020% to 0.022%; and

e. Redistribution of over quota excess (see “step 2” of the annexed table) gives abatement to member states that have agreed not to reduce their nominal contribution in dollar amount and to member states that will have their quotas increased by less than 30% (and, therefore, are not entitled to the 30% cap applied in “step 1” of Annex 1).

f. Further mitigation measures are applied to reduce the impact of quota increases on smaller member states.

In this way, all member states (except for the United States and Canada) would benefit from one or another of the abatement measures. 

3.2 The 30% cap on increases of quota assessments

Four member states would benefit from a cap on 30% on increases (see “step 1” on Annex 1): Mexico, Chile, El Salvador and Antigua and Barbuda. 

Therefore, for instance, where Chile could be assessed a new quota that would double its present contribution, raising it by more than a 100%, its quota increase would be limited to 30% of the current percentage. The same reasoning applies to Mexico: in the original proposal by the General Secretariat, the quota of Mexico could go up by about 50%. With the cap rule, it wound go up only by 30%.

However, the 30% cap rule creates some distortions that need to be addressed. By reducing the percentage increase for those four member states, other countries – mostly mid-size economies – are taking a larger share of the burden. That is the reason behind the Brazilian offer to mitigate their burden by absorbing part of their quota percentages, therefore lowering the percentage of decrease Brazil would originally be entitled to under the General Secretariat’s proposal.

3.3 Redistribution to cover excess over 100%

 

Applying a 30% cap on increases while maintaining the quota percentages for those countries that have agreed not to reduce their contributions in nominal terms results in a quota scale that adds up to 103.592%. Since one of the original criteria of the proposal was that the final scale of quota assessments should add up to 100%, further adjustments were required.

The excess percentage over 100% (that amounted to 3.592%) was proportionally distributed to (a) those countries that had committed to maintaining their current level of quota contributions in nominal terms; and (b) to small and mid-size member countries that would have their contributions increased by less than 30% (hence had not benefited from the 30% cap on increases). 

Nineteen member states would benefit from the redistribution of the percentage over 100% (see “step 2”on Annex 1): Belize, Grenada, Saint Lucia, Bolivia, Haiti, Honduras, Nicaragua, Suriname, Barbados, Panama, Ecuador, Jamaica, Paraguay, Trinidad and Tobago, Uruguay, Colombia, Venezuela, Argentina and Brazil. 

3.4 Other mitigation measures

In an extra effort to try and reach consensus on the Secretariat’s proposal, Brazil offers to mitigate the impact of the proposed new scale of quota assessments on smaller countries (see “Other Mitigation” on Annex 1). This mitigation mechanism was devised because it was detected that the introduction of the 30% cap on increases for four member states has had a negative impact on smaller economies, that would be required to contribute more to the Regular Fund in order to accommodate for the 30% rebate. While making that effort, Brazil is also committed to maintaining the proposed percentages of quota assessments applied to those countries that have already given their support to the Secretariat’s proposal, as amended by Brazil, as presented on 24 January 2006. 

In trying to balance these objectives, the Delegation of Brazil is willing to absorb the impact of implementing the proposed mitigation measures (see “Other Mitigation” column in Annex 1) by deducting the necessary percentage points from the rebate originally granted to Brazil. In this way, only Brazil and those countries benefiting from the mitigation measures are affected by the redistribution of quota percentages. No other member state would suffer any change in their percentages of contribution to the Regular Fund.

The mitigation measures are directed primarily at member states that are assessed the minimum quota and some mid-size economies. They consist in (a) reducing the minimum quota from the 0.025% reflected in the original General Secretariat’s proposal to a lower 0.022%; and (b) granting abatement for six mid-size member countries that would have an increase in their quota percentages in the original general Secretariat’s proposal. 

Fifteen member states would benefit from these additional mitigation measures proposed by Brazil (see “Other Mitigation” on Annex 1): Antigua and Barbuda, Dominica, Guyana, Saint Kitts and Nevis, Saint Vincent and the Grenadines, Belize, Grenada, Bahamas, Honduras, Nicaragua, Suriname, Costa Rica, Guatemala, Dominican Republic and Peru.

3.5 Impact of proposal on the six largest contributors to the Regular Fund

The following table illustrates how the Secretariat’s proposal, as amended by Brazil, would impact the six largest contributors to the OAS Regular Fund, by comparing the impact of the original Secretariat’s proposal and the amendment to that proposal that introduces a 30% cap on increases. 

Contributions to Regular Fund in US$

	Country
	Current
	Original Secretariat’s Proposal
	Secretariat’s proposal (with 30% cap on increases)

	U.S.
	44,396.00
	44,396.00
	44,396.00

	Canada
	9,227.10
	10,273.20
	10,273.20

	Mexico
	4,538.90
	6,881.49
	5,900.60

	Brazil
	6,382.80
	5,569.09
	5,361.60

	Argentina
	3,658.90
	3,501.21
	3,015.80

	Venezuela
	2,388.90
	638.28
	1,969.50
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